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INDEPENDENT AUDITORS' REPORT 

Board of Directors 
The ARC of Morehouse 
Bastrop, Louisiana 

We have audited tiie accompanying statements of financial position of The ARC: of Morehouse 
(the Association) as of June 30,2008 and 2007, and the related statements of activities, fiinctional 
expenses, and cash flows for the years then ended. These financial statements are the 
responsibility ofthe Association's management. Our responsibility is to express an opinion on 
these fmancial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General ofthe United States and the Louisiana 
Governmental Audit Guide published by the Society of Louisiana Certified Public Accountants 
and the Louisiana Legislative Auditor. Those standards require that we plan and perform the 
audits to obtain reasonable assurance about whether the financial statements are fi-ee of material 
misstatement. An audit includes examining, on a test basis, evidence supporting ihe amounts and 
disclosures in the financial statements. An audit also includes assessing the accountmg principles 
used and the significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable basis for our 
opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position ofthe Association as of June 30,2008 and 2007, and the changes of its net 
assets and its cash flows for the years then ended in conformit)^ with accour.ting principles 
generally accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our rep( >rt dated March 
16,2009 on our consideration ofthe Association's internal control over fmancial reporting and on 
our tests of its compliance with certain provisions of laws, regulations, contracts, and gi'ant 
agreements and other matters. The purpose of that report is to describe tiie scope i )f our testing of 
intemal control over financial reporting and compliance and the results of that testing, and not to 
provide an opinion on tiie intemal control over financial reporting or on compliance. That report 
is an integral part of an audit perfonned in accordance with Government Auditing Siandards and 
should be considered in assessing the results of our audits. 

1100 North 18th Street Monroe, Louisiana 71201 
Tel: (318)387-2672 • Fax: (318)322-8866 • Website: www.afuilservicecpafirmxom 

MEMBERS OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 

http://www.afuilservicecpafirmxom


Board of Directors 
The ARC of Morehouse 

Our audits were conducted for the purpose of forming an opinion on the basic financial statements of 
the Association taken as a whole. The accompanying financial information listed as Supplemental 
Schedules in the accompanying Table of Contents is presented for pinposes of additional analysis 
and is not a required part ofthe financial statements ofthe Association. Such infonnation has been 
subjected to the auditing procedures applied in the audit ofthe basic financial statements and, in our 
opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken as a 
whole. 

(A Professional Accounting Corporation) 

March 16, 2009 
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THE ARC OF MOREHOUSE 
STATEMENTS OF FINANCIAL POSITION 

Cash and Cash Equivalents 
Investments 
Accounts Receivable 
Prepaid Assets 
Fixed Assets 
Accumulated Depreciation 

TOTAL ASSETS 

ASSETS 

$ 

$ . 

Unrestricted 

304,369 
90,098 

242,283 
7,886 

939,605 
(537,830) 

L046,411 

June 30,2008 
Temporarily 

Restricted 

$ - $ 

-

76 
-

-

-

$ 76 $ 

Total 

304,369 
90,098 

242,359 
7,886 

939,605 
(537,830) 

1,046,487 

LIABILITIES AND NET ASSETS 

Liabilities 
Accounts Payable 
Accrued Liabilities 

Total Liabilities 

19,307 
107,333 
126.640 

19,307 
107,333 
126,640 

Net Assets 
Unrestricted 
Temporarily Restricted 

Total Net Assets 

TOTAL LIABILITIES AND NET ASSETS 

919,771 

919,771 

1,046,411 $ 

76 
76 

76 % 

919,771 
76 

919,847 

1,046,487 

The accompanying notes are an integral part of these financial statements. 



Unrestricted 

266,810 $ 
86,449 

243,366 
26,545 

916,461 
(490,389) 

1,049,242 S 

June 30,2007 
Temporarily 
Restricted 

- $ 

-

871 
-

-

-

871 S 

Total 

266,810 
86,449 

244,237 
26,545 

916,461 
(490,389) 

1,050,113 

12,375 $ - S 12,375 

110,013 - 110,013 

122,388 - 122,388 

926,854 

926,854 

1,049,242 $ 

871 
871 

871 $ 

926,854 
871 

927,725 

1,050,113 



T H E ARC O F M O R E H O U S E 

STATEMENTS OF ACTIVITIES 

Year Ended June 30,2008 

Support, Revenue and Gains 
Intergovernmental Revenue 
Program Receipts 
United Way 
Donations 
Memberships 
Interest 
Gain on Sale of Assets 
Miscellaneous 
Net Assets Released from Restrictions 

Total Support, Revenue and Gains 

Expenses 
Program Services 

Adult Habihtation 
Contract Services 
Supported Living 
East Morehouse Community Home 
Crossett Road Community Home 

Total of Program Services 

Unrestncted 

$ 2,216,797 
436,084 

3,924 
220 

2,680 
5,774 

-

11,073 
871 

2,677,423 

396,522 
135,947 
995,964 
378,480 
347,835 

2,254,748 

Temporarily 
Restricted 

$ - $ 

-

76 
-

-

-

-

-

(871) 
(795) 

-

-

-

-

-

-

Total 

2,216,797 
436,084 

4,000 
220 

2,680 
5,774 

-

11,073 
-

2,676,628 

396,522 
135,947 
995,964 
378,480 
347,835 

2,254,748 

Supporting Services 

General and Administrative 

Total Expenses 

Increase (Decrease) in Net Assets 

Net Assets at Beginning of Year 

NET ASSETS AT END OF YEAR 

429J58 

2,684,506 

(7,083) 

926,854 

919,771 

(795) 

871 

16 $ 

429,758 

2,684,506 

(7,878) 

927,725 

919,847 

The accompanying notes are an integral part of these financial statements. 



Year Ended June 30,2007 

Unrestricted 

2,095,068 $ 
335,563 

7,206 
1,065 
3,300 
5,578 
6,538 
1,264 

877 

Temporarily 
Restricted 

- S 
-

871 
-

-

-

-

~ 

(877) 

Total 

2,095,068 
335,563 

8,077 
1,065 
3,300 
5,578 
6,538 
1,264 

-

2,456,459 (6) 2,456,453 

299,501 - 299,501 

103,783 - 103,783 

963,346 - 963,346 

332,340 - 332,340 

313,168 - 313,168 

2,012,138 - 2,012,138 

419,582 - 419,582 

2,431,720 - 2,431,720 

24,739 (6) 24,733 

902,115 877 902,992 

926,854 $ 871 $ 927,725 
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THE ARC OF M O R E H O U S E 

STATEMENTS OF CASH F L O W S 

Cash Flows From Operating Activities 
Increase (Decrease) in Net Assets S 
Adjustments to Reconcile Increase (Decrease) in Net Assets 

to Net Cash Provided by Operating Activities; 
Depreciation 
Gain on Sale of Assets 
Changes in Assets and Liabilities: 

Accoiuits Receivable 
Prepaids and Other Current Assets 
Accounts Payable 
Accrued Liabilities 

Net Cash Provided by Operating Activities 

Years Ended June 30, 
2008 

(7,878) $ 

73,572 

2007 

24,733 

56,658 

-

1,878 

18,659 

6,932 

(2,677) 

58,407 

(6,538) 

(65,387) 

1,523 

(380) 

30,762 

43,120 

Cash Flows From Investing Activities 
Sales (Purchases) of Investments, Net 
Proceeds From Sale of Assets 
Additions to Property and Equipment 

Net Cash Used by Investing Activities 

Net Increase in Cash and Cash Equivalents 

Beginning Cash and Cash Equivalents 

ENDING CASH AND CASH EQUIVALENTS 

(3,649) 

-

(32,364) 

(36,013) 

37,559 

266,810 

304,369 % 

(4,207) 

20,923 

(30,376) 

(13,660) 

29,460 

237,350 

266,810 

The accompanying notes are an integral part of these financial statements. 



TIIE ARC OF MOREHOUSE 
NOTES TO FINANCIAL STATEMENTS 

FOR THE YEARS ENDED JUNE 30, 2008 AND 2007 

Note 1 - Description of Organization 

The ARC of Morehouse (the Association) is a nonprofit voluntary heidth and welfare 
association chartered in 1955 to promote the general welfare of mentally retarded persons 
residing in Morehouse Parish. 

Note 2 - Summary of Significant Accounting Policies 

A. Financial Statement Presentation 

In accordance with Statement ofFinancial Accounting Standards (SFAS) No. 117, 
Financial Statements of Not-For-Profit Associations, the Association is required to 
report information regarding its financial position and activities according to thî ee 
classes of net assets (unrestricted net assets, temporarily restricted net assets, and 
pemianently restricted net assets) based upon the existence or absence of donor-
imposed restrictions. The Association has not received any contribut ons with donor-
imposed restrictions that would result in permanently restricted net assets. 

The Association has also adopted SFAS No. 116, Accounting fa<' Contributions 
Received and Contributions Made. In accordance with SFAS No. 1 ] 6, contributions 
received are recorded as unrestricted, temporarily restricted, or perma nently restricted 
support depending on the existence or nature of any donor restrictions. At June 30, 
2008 and 2007, the Association had receivables of $76 and $871, respectively, 
representing United Way contributions awarded during fiscal years ending June 30, 
2008 and 2007 that will be received during the subsequent fiscal year. Under SFAS 
No. 116, such contributions are required to be reported as temporarily restricted 
support and are then reclassified to unrestricted net assets upon expiration of the 
related time restrictions. 

Donations are considered to be available for unrestricted use mibss specifically 
restricted by the donor. Restricted contributions received during the year whose 
restrictions are met in the same reporting period are treated as unrestricted 
contributions. 

B. Basis of Accounting 

The financial statements have been prepared on the accrual basis of accounting, 
whereby revenues arc recognized when earned and expenses are recognized when the 
related liabilities are incurred. 



THE ARC OF MOREHOUSE 
NOTES TO FINANCIAL STATEMENTS 

FOR THE YEARS ENDED JUNE 30, 2008 AND 2007 

C. Cash Cash Equivalents, and Investments 

The Association considers all highly liquid investments with a maturity of three 
months or less when purchased to be cash equivalents. 

The Association's investments at June 30, 2008 and 2007 consisted entirely of 
certificates of deposit with maturities greater than three months. The certificates are 
reported at cost which approximates fair market value. 

D. Fixed Assets 

Fixed assets are recorded at actual or historical cost. Donated asset; are recorded at 
fair market value on the date of donation. Maintenance and repairs ofproperty and 
equipment are charged to operations and major improvements are i:apitahzed. The 
Association has a policy to capitalize fixed assets costing more tiian $500. Upon 
retirement, sale or other disposition of property and equipment, the cost and 
accumulated depreciation are eliminated from the accounts and th:3 gain or loss is 
included in operations. 

Depreciation of buildings and equipment is computed by the strait^ht-line method 
over the following estimated service lives; 

Years 
Buildings and Improvements 15-30 
Furniture and Equipment 5-10 
Vehicles 3-5 

E. Functional Expenses 

Expenses that can be identified with a specific program and sup])0rt service are 
al located directiy according to their natural expenditure classification. The percentage 
of Direct Cost of each program to total direct cost is the basis used to allocate other 
expenses that are common to several functions. 

F. Programs 

The Association's principal programs and primary funding sources are: 

Adult Habilitation (Day Program) - The Adult Habilitation funds are used to train 
clients in vocational and prevocational activities and supportive services. 

Contract Services - Contract Services income is derived from services performed by 
clients which include janitorial and other contracts. 



THE ARC OF MOREHOUSE 
NOTES TO FINANCIAL STATEMENTS 

FOR THE YEARS ENDED JUNE 30, 2008 AND 2007 

Supported Living - Supported Living income is received from the Louisiana 
Department of Health and Hospitals. This program, similar to the Residential 
Services, helps the individual clients become more independent by providing support 
and training in their residences within the community. 

Residential Services - Residential Services income is received from the Louisiana 
Department of Health and Hospitals. Clients pay a pro-rata share ofthe costs based 
on their income. This program provides clients with a home environment within the 
community and helps them become more independent citizens. 

G. Tax-Exempt Status 

The Association is exempt from income tax under Section 501 (c)(3) of tiie Intemal 
Revenue Code (the Code) and, therefore, has no provision for Federal income taxes. 
Contributions to the Association are tax deductible within the limitations prescribed 
by the Code. 

H. Estimates 

The preparation of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that 
affect certain reported amounts and disclosures. Accordingly, actual results could 
differ from those estimates. 

Note 3 - Fixed Assets 

Fixed assets consisted ofthe following: 

June 30, 2008 June 30, 2007 
Buildings 
Equipment 
Vehicles 
Land 
Improvements 
Less: Accumulated depreciation 

Net fixed assets 

$ 

$ _ 

48L293 
113,757 
264,936 

16,220 
63,399 

(537,830) 

401,775 

$ 

$__ 

475,20^ 
10L753 
264,936 

16,221) 
58,34>) 

(490,38^)) 

426,072 

Depreciation charged to expense in 2008 and 2007 is $56,658 and $58,407, respectively. 

13 



THE ARC OF MOREHOUSE 
NOTES TO FINANCIAL STATEMENTS 

FOR THE YEARS ENDED JUNE 30, 2008 AND 2007 

Note 4 - Allocation of General and Administrative Expenses 

Expenses that can be identified with a specific program and support service are allocated 
directly according to their natural expenditure classification. Other expenses that are 
common to several functions are allocated in proportion to the direct expenses of the 
program to total direct expenses of all the programs. The following is Ihe detail ofthe 
general and administrative expenses that have been reclassified from proi ram services on 
the Statement of Functional Expenses for the years ended June 30, 2008 and 2007: 

Data Processing 
Dues and Subscriptions 
Food 
Insurance 
Maintenance 
Office Expense 
Payroll Taxes and Fringe Benefits 
Postage 
Professional Fees 
Public Awareness 
Salaries 
Supplies 
Taxes & Licenses 
Telephone 
Travel and Conventions 
Utilities 
TOTAL 

Years Ended June 30, 
2008 

S 8,684 
3,045 

-

22,849 
14,566 
11,019 
39,945 

3,030 
12,760 

-

272,010 
3,790 
2,354 
7,932 
3,050 
6,066 

$ 411,100 

'$ ' 

'.^ . 

2007 
8.084 
6.837 
4.568 

14.001 
11 375 
7478 

37346 
1,571 

19 094 
11 605 

250 691 
4825 

559 
7812 
2,959 
5.862 

394.667 

Note 5 - Sisnificant Concentrations of Risk ' o 

Certain financial instruments potentially subject the Association to concei tration of credit 
risk. These financial instruments consist primarily of cash and cash equivalents. The 
Association maintains its cash in various bank deposit accounts, which at times may 
exceed federally insured limits. The Association has not experienced any losses in such 
accounts. At June 30, 2008, no bank deposits exceeded the federal insured limits. 

The Association receives approximately 95% of total revenue and support from various 
state agencies. 



THE ARC OF MOREHOUSE 
NOTES TO FINANCIAL STATEMENTS 

FOR THE YEARS ENDED JUNE 30, 2008 AND 2007 

Note 6 - Retirement Plan 

Effective July 1,2005, the Association began contributing to the Americm Funds 403(b) 
retirement plan at a rate based on term of service and contingent upon agency funds being 
available. The Association will match up to 50% ofa participanf s contribution not to 
exceed 6% ofthe employee's annual salary. All full-time employees are eligible to 
participate. Plan expenses incurred by the Association for the years ended June 30, 2008 
and 2007 were $5,482 and $5,379, respectively. 

Note 7 ~ Wage Pass-Through 

Effective February 9, 2007 the Department of Health and Hospitals Office of Aging and 
Adult Services enacted an hourly wage pass-through payment in the amount of $2 that will 
be reimbursed to providers for liill-time equivalent (FTE) personal care workers who 
provide services to Medicaid recipients. This required that the average wage rate be at 
least $1.50 per hoiu* above the average wage rate as of June 30, 2005 wit^i the remaining 
$0.50 per hour being contributed to benefits. In addition, all personnel would eam a 
minimum of $6.65 per hour. Billing rates were increased such that this wnge pass through 
would be received as part ofthe normal billing process. 

The Association addressed this by computing the average wage of eligible employees as of 
June 30, 2005 on a per program basis, computing 4̂ ^ quarter 2007 average wages, and 
determining how much was required to meet the new minimums considering the raises that 
had been given since 2005. The result was an increase of $1.38 for all elij-ible employees 
of both group homes and the home and community based service programs effective on 
Febmary 9,2007 with adjustment checks issued as necessary. The vocatioi ial program was 
effective on May 20, 2007 and was handled in the same manner. All new eligible 
employees are paid $6.65 per hour with the rate being increased to the average level upon 
completion ofthe first year. 
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oo" T;ĵ  CTS 

— ro 
ro 

OS VD CS 

T:r O 
ro CS u^ 

ON O ON —' 
ro O —• 

•^ ON '^ 
r~- •^ CO 
o- m CO 

vo" ON" 

t s 
r-vD 

t~-l 
t o 
r--

r^ 
o v o 

ol \o oo 

' n 
o 
ro^ 

of 

r-
C 3 
CJN 

vo ' 

r^ 

NO 
i O 
O J 

a^ 
r̂ ^ 

r-
r^ 
0-' 

o-

vo 
o 

r--
^ oo 
ON" 
l ~ J 

OS 

TD 
H 
UJ 

2? 

Zi 
c 

> 
c r 

UJ 

8 
x) c 

OJ 

e 
a > 

1—t 

OJ 

> 

tf] 

=3 
O 
O 
o 

< 

I / ) 

< 
"S 
CL 

T J 

i~. 

x : 
O 
5 
2 

Q 

t / i 

I/! 
t/) 
< 
-g 
X 

c: 
o 

i i 
Q 
T3 

j g 

3 
E 
' J 
u 

< 

t / ) 
H 
w 
(« C/3 

<: 
H 

o 
5 
(/3 

p 

S 
-J 

f' 

i 
J 

tu 
O 

a 

CL, 

t/i 
1^ 

o 
o 

< 

1 
IS 

CO 

"C3 
u 

2 
o 
o 
< 

TO 

u. 
dJ 
•5 
O 
o 

Q 

l o 
_ i j 
' • t j 

.(-) 
c3 

b 
3 

U 

3 

4 - > 

3 
Wl 

4_, 

-̂  
u 
o 

; j 

" J 

i -

• ' : 

C^ 

in 

C 

E 
o 
H 

i2 
9J 
t n 

< 

^ 
5 
fS 

Q 

5 
CA 

to 

>—< 
1—( 

CQ 
< 
3 
< 
H 
O 

S 
UJ 

^ 

/^ 



o ON r - t o CO 
—• "3- r o "Cf oo vo 00 GO 

vo" 
vp 
CS 

^ 
vo' 
oo 

OJ 

•*" '̂  OJ 

>o 
vo" 
f S 

VD 

o 
CS 

'*. 
VD' 

ON 

,_ ON 
00 
ro 
o " CTN 

-r 

ro 
ON 
r^ 
o " VD 

^i 
m" 

T T 
t / -

oc 
VD 

a-

r~-
oo 

t o 
O l 
i > 

r-" 
CS 
ON 

o 

C/3 

o 
cu 

o 
ffi 

§ E 

u 
<: 
H-( 

O fa 

o 

O 

ffi 
u 

fa 
o 
u 

ffi 

(/) 
B 
« 
o 

W 13 

U 
Oi 

-a 

Q . > 

an 

r~ 
W i 

o 
oo" 

' r--
ro 
M 
rr%" 
vo 

T t 
t o 
t o 

.—• 

ro 
. — 1 

ro 

K 
O l 

t-~- OS v o 
OJ t o C3 

r - vo o 
O l oo oo 
r~- CO NO 
o j ' - * ' o " 
o -— 
— ro 

C3 

C 
o 
U 

y ) 
a> 

;> t 
0) 

V^ 

NO 
VO 
t o 

v o ' 
ON 

— - ^ OS 
t o ^ CO 
~- O ' ^ 
oT —" Tt 

CN 00 

r i " tX" 
OJ 

vD ON r o 
OJ OO o 
vO_̂  T^ —'̂  

of r-" —'" 
— ts 

oo Os 
r-- ON 
"O ^ 

CN ro 00 
vo ON ON 
in ro vo 

ON O 
CO VD 
to t^ 

ts CS rs 
—' — 04 
CO I— CN 

o 
u 

J u, 

(ON ON to fN r- — ON 
CO -^ ON I— to \0 OO 
ro 't ro TJ- [̂  -^ ro 
'O so Tj- C3N vo" CD 
ro CO _ - f-si __ (^ 
— ro C^ t 

to —• —I 
to OC •— 

Ci rs 

g 

cr 

1 

U 

i n 

C 

> • 

c 

OJ 

cd 

u 
UJ 

oi 

c 
= 1 

o 
(J o 
< 

4 - 1 

< 
"id 
CL 
H 

CL. 

••n 
-a 
c 

~ 
O 

E 
o 

OJ 
: 3 

Q 

*-• 
VI 

< 
"S X 

U-

n 
_o 

.2 '5 

CL 
O 

Q 
•a 

B 
( J 
•Li 

< 

1/3 

H 
73 

< 
H 
O 
H 

73 
H 
W 
VD 
CTJ 

< 
H 

1 

< 
1—4 J 

3 

c 
OJ 

3 

U 

CO 

t/i 

C 

O 

tJ 

< 

15 
.3 

-TD 
1 ) 

8 
< 

-a 

M-. 
I... 
OJ 

•5 
O 
o 

=5 

Q 

t / i 

.H 
'*-̂  
l o 
r3 

O 

p 

••n 
W 

u 
/-. 

4~l 

o 

OJ 

' K ^ 

o 

t— 
o 
a. 

H 

m 
•1-1 
aj 

< 
(L) 

+-> p 

a 

•< 
H 
o H 

[2 
W 

X 



r- '1- O o d -J- t.̂  
(?> oo O Ol oo r- f-
r^ O O r-i vo (^ O 

L:^ r~- i~~ C l an 
r^ -̂ t r-1 o IO 
c o^ 3s r-1 -J-

on 

VO 

•O 
o V~t 

t 
>D 

r^ 

U 13 

d = 

Ol 
r^ 
••Q 
r-^ 

-J 

rO 
>o O 

t o 

CO 
>0 

S~ 
CN 

r-
• — -

a 

§ 

•n 

ca 

« 2 
vo o o 

o o >o 

o 

e 

o 

5 
c 

s 
E 

S 
CL, 

c 

a 

c 
o 

c 

£. 

n 
8 

o 
in 

E 
ca 

e 
a. 

X o 

O 

u 

"3 
t: 

1 t / i 

"J 

^ 

si 

o 
U 

t ^ 

i a -tj tiO 

*^ O 
;3 _ 

ll fi s 

^ o 

^ 
>< 
o 
Oil 

n 

1 
a 

< 
u 

/: 

H 

u< 
O 
Q 
?-
w 

f-
Ul 
••/I t/1 

< 
1~> w 
I ' . 



JO t o I"- 'O O tX3 oo ' J 
^ v o t ^ - T r N r - . r ^ ^ 
u m o o f ^ t ' ^ ' o r - i o^ r^ f*N >o r~ 

o 

•̂  rs 

, , 
>o 
oo vT 

, . o 
t n 
o 

•£ 

1 

r-
•r 
r ; 

T 
f N 

CM 

t o 

rs 
'N^ 

So 
• a 
t o 

^ 
r̂  
•-tj 

^ n 

V) 

r 

£ 
2 

a. 
3 

(n 

P 
c 

>-J 

B 
C 

O 00 CO CD 
o r- t^ r-
r̂__ tn_ to_ - -
rn to ' vcT 

~ 
„ 
T-
i - " 

'. Ĉ . 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON 

AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 
IN ACCORDANCE WITH GOVERNMENT A UDITING STAND ARDS 

Board of Directors 
The ARC of Morehouse 
Bastrop, Louisiana 

We have audited the financial statements of The ARC of Morehouse (the Assoc iation) as of and 
for the years ended June 30,2008 and 2007 and have issued our report thereon dated March 16, 
2009- We conducted our audits in accordance with auditing standards generalh accepted in the 
United States of America and the standards applicable to financial audits contained in 
Government A uditing Standards, issued by the Comptroller General ofthe Unite d States, and the 
Louisiana Governmental Audit Guide, issued by the Louisiana Society of Certified Public 
Accountants and the Louisiana Legislative Auditor. 

Internal Control over Financiai Reporting 

In planning and performing our audits, we considered the Association's internal control over 
financial reporting as a basis for designing our auditing procedures for the purpose of expressing 
our opinion on the financial statements, but not for the purpose of expressing an opinion on tiie 
effectiveness ofthe Association's intemal control over financial reporting. Accordingly, we do 
not express an opinion on the effectiveness ofthe Association's intemal contrc 1 over fmancial 
reporting. 

Our consideration of the intemal control over financial reporting was for the amited purpose 
described in the preceding paragraph and would not necessarily identify all deficiencies in intemal 
control over financial reporting that might be significant deficiencies or mater'al weaknesses. 
However, as discussed below, wc identified a certain deficiency in intemal contn '1 over financial 
reporting that we consider to be a significant deficiency. 

A control deficiency exists when the design or operation ofa control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent or detect 
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination 
of control deficiencies, that adversely affects the Association's ability to initiate, authorize, 
record, process, or report financiai data reliably in accordance with generally accepted accounting 

1100 North 18th Street Monroe. Louisiana 71201 
Tel: (318)387-2672 • Fax: (318)322-8866 • Website: wvAvafu[[sen/icecpafirm,com 
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Board of Directors 
The ARC of Morehouse 

principles, such that there is a more than remote likelihood that a misstatement ofthe Association's 
financial statements that is more tiian inconsequential will not be prevented or detected by the 
organization's internal control. We consider the deficiency described as 08-01 in tb^ accompanying 
Schedule ofFindings to be a significant deficiency in intemal control over financial reporting. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that 
results in more than a remote likelihood that a material misstatement ofthe fmancial siatements will 
not be prevented or detected by the Association's intemal control. 

Our consideration ofthe internal control over financial reporting was for the limited purpose 
described in the first paragraph ofthis section and would not necessarily identify ail deficiencies in 
the intemal control that might be significant deficiencies and, accordingly, would not necessaiily 
disclose all significant deficiencies that are also considered to be material weaknesses. However, we 
consider the significant deficiency described above to be a material weakness. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Association's financial statements are 
free of material misstatement, we performed tests of its comphance with certain previsions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts. However, providmg an opinion 
on compliance with those provisions was not an objective of our audits, and accordingly, we do not 
express such an opinion. The results of our tests disclosed an instance of noncompliance or other 
matters that is required to be reported under Government Auditing Standards and which is described 
as hem 08-02. 

The ARC of Morehouse's response to die finding identified in our audits is described in the 
accompanying Schedule ofFindings and Responses. We did not audit the ARC of Morehouse's 
response and, accordingly, we express no opinion on it. 

This report is intended solely for the information and use of management ofthe Association, its 
Board of Directors, other entities granting funds to the Association, and the Legislative Auditor for 
the state of Louisiana and is not intended to be used and should not be used by anyone other than 
these specified parties. Under Louisiana Revised Statute 24:5)3, this report is distributed by the 
Legislative Auditor as a public document. 

(A Professional Accounting Corporation) 

March 16, 2009 
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The ARC of Morehouse 
Bastrop, Louisiana 

Schedule ofFindings 
For the Year Ended June 30, 2008 

08-01 Title XIX Billing 

Finding: 

The ARC of Morehouse (the Association) receives the majority of its financial support from the 
Louisiana Department of Health and Hospitals (DHH) through charges for services oaid under Title 
XIX ofthe Social Security Act. During the fiscal year ended June 30, 2008, the A>sociation billed 
DHH for more units of service than is allowable for reimbursement under the Plan of Care contract 
between DFIH and the Association. Subsequently, DHH disallowed the excess bill ngs and did not 
reimburse the charges. The disallowed charges were not followed up on nor were they adjusted for in 
subsequent billings. The failure to recognize these disallowed charges resulted in an overstatement of 
Title XIX revenues and receivables in the Vocational Program Fund and the Home :md Community 
Based Services Fund of approximately $19,700 combined. 

Recommen datio n: 

We recommend that the employees responsible for Title XIX hilling familiarize themselves "with the 
Plan of Care contract in order to obtain sufficient knowledge ofthe limits on amounts that can bc 
reimbursed. We also recommend that these employees follow up on any disallov^ed charges in a 
timely manner and report any umesolvcd issues to the Accounting Manager. We fur'hcr recommend 
that the Accounting Manager periodically review the balances in Title XIX accounts receivable to 
insure that all receivables are being collected in the subsequent months. 

Management's Corrective Action Plan: 

The Arc of Morehouse Administrative stalT realized there were issues concerning Title XIX billing 
for fiscal year 06-07. This was due largely to the fact that the Vocational Billing no longer was under 
an OCDD Contract but was transferred to Title XIX Medicaid in July 2006. Corrective measures 
were taken to resolve the issues. In August 2007, The Arc of Morehouse hired new personnel and 
implemented changes to ensure that our Billing Department would run in an efficitnt manner. The 
employees have familiarized themselves with the Plan of Care contract and are proactive in ensuring 
accurate revenue and receivable recognitions. New internal controls have been instilled including 
periodic review ofthe balances in Tide XIX accounts receivables. 
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The ARC of Morehouse 
Bastrop, Louisiana 

Schedule ofFindings 
For the Year Ended June 30, 2008 

08-02 Financial Statements Not Filed Timely 

Finding: 

Louisiana Revised Statute 24:513 requires that the Association prepare and submit its audited 
financial statements to the Louisiana Legislative Auditor no later than six months afi er the end ofthe 
most recent fiscal year. Due to significant health issues experienced by the Business Manager, the 
fmancial statements were not in a condition to bc audited within the time frame prescribed by law. 
In light of these conditions, an extension with the Louisiana Legislative Auditor wns requested and 
received. 

Recommendation: 

We recommend that the Association maintain their books and records wherely the financial 
statements will be ready for audit so that the audit is completed and submitted to the Legislative 
Auditor within the prescribed time period. 

Management's Corrective Action Plan: 

We have addressed the health issues and in the future we will have the books and records in a 
condition whereby the audit can be submitted within the time period prescribed b\ law. 
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The ARC of Morehouse 
Summary Status of Prior Year Findings 

The following is a summary of the status of findings in the Schedule of Findings issued in 
connection with the examination ofthe financial statements ofthe ARC of Morehouse as of June 30, 
2007. 

06-01 Title XIX Billing 

We recommend that the employees responsible for Titie XIX billing familimize themselves with the 
Plan of Care contract in order to obtain sufficient knowledge ofthe limits on amomts that can be 
reimbursed. We also recommend that these employees follow up on any disallowed charges in a 
timely manner and report any unresolved issues to the Accounting Manager. We further recommend 
that the Accounting Manager periodically review the balances in Title XIX accounis receivable to 
insure tiiat all receivables are being collected in the subsequent months. 

Status: 

Management has addressed the issue through education and expanded internal controls. While still 
found to be an issue in the fiscal year ending June 30, 2008 (finding 08-01), the de^Tee of revenue 
overstatement has decreased. 
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MANAGEMENT LETTER 

Board of Directors 
The ARC of Morehouse 
Bastrop, Louisiana 

In plaiming and performing our audit ofthe general purpose financial statements ofthe ARC 
of Morehouse (the Association) for the year ended June 30, 2008, we considered its internal 
control stmcture in order to determine our auditing procedures for purposes of expressing our 
opinion on the general purpose financial statements and not to provide asMirance on the 
intemal control structure or overall compliance with laws and regulations. 

However, during our audit we became aware of certain matters that are opoortunities for 
strengthening intemal controls and the overall environment for compliance with laws and 
regulations. This letter will summarize our comments and suggestions regarding those 
matters. This letter does not affect our report dated March 16, 2009 on the basic financial 
statements ofthe Association. 

Documentation of Internal Control 

The Immigration Reform and Control Act of 1986 requires that all employees, citizens and 
noncitizens, hired after November 6, 1986 and working in the United States mist complete a 
Form 1-9. The purpose ofthis fomi is to document that each new employee is authorized to 
work in the United States. Examination of 23 personnel records revealed 4 employees hired 
after November 6, 1986 that had no Form 1-9 on record. 

Recommendation: 

We recommend that the Association maintain personnel records in accordaice with the 
Immigration Reform and Control Act of 1986 by ensuring that Form I-9s are on file where 
required. 

Management's Corrective Action Plan: 

We will address the issue by reviewing the personnel files and having the apprt'priate forms 
completed and on file. 

(A Professional Accounting Corporation) 

March 16,2009 
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